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in TIE inn TED STATES court of appeals 
FOR THE SECOND CIRCUIT 

T!o77 r ^TP77 


SEYMOUR SILVERMAN, 


Pet!tioncr-Appellant 


v. 


COMMISSIONER OF INTERNAL REVENUE, 

Respondent-Appellee 


HELEN SILVERMAN, 


Petit!on e r-App e1lan t 


v. 


COMMISSIONER OF INTERNAL REVENUE, 

R e sp on den t-App e11e e 


JACN S1LVF MAN. 


Fetitioner-Aopellant 


v. 


COMMISSIONER OF INTERNAL REVENUE, 

Resnondent-Annellee 


FRANCES SILVIA MAN. 


Petitioner - App e1lan 1 


v. 


COMMISSIONER OF INTERNAL REVENUE, 

Respondent-Ap p e11e e 


ON APPEAL FROM THE'DECISIONS OF THE UNITED STATES TAX COURT 


BRIEF FOR THE APPELLEE 


STATEMENT OF THE ISSUE PRESENTED 
Whether the Tax Court clearly erred in its finding of the 
value of the Class B common stock of Modern Maid Food Products, 
Inc., for gift tax purposes. 








STATEMENT OF THE CASE 

The Commissioner of Internal Revenue determined that gift 

tax deficiencies existed in the total amount of t> 75 • > 979 «** 0 , for 

1 / 

the taxable year 1968 . (R. A'312.) Tnese cases were consolidated 
for purposes of trial. The opinion of the Tax Court (Judge 
Queally) is reported as P-H Memo T.C., par. 7*4,285 (197*0. 

(R. A331-A337.) The decisions were entered on Hay 20 , 1975. 
Taxpayers' notice of appeal was filed on July 21, 1975. (K. A2.) 
Jurisdiction is conferred upon this Court by Section 7*482 of the 
Interna] Revenue Code of 195*4. 

The r.' terial facts may be summarized as follows: 

aid ■ lucts, Inc. (Modem Maid), was engaged 
in the business of manufacturing breading and batter mixes for 
use by processors of shrimp, fieri and poultry, and in the business 
of manufacturing prepared flour mixes for mass feeding outlets 
such as hospitals, restaurants and hotels. As of April 22, 1965, 
it had outstanding 2,lo0 shares of voting common stock and 1,*100 
shares of five-percent cumulative nonvoting preferred stock. Of 
this stock. Jack Silverman held 1,28*4 common and 285 preferred; 
Seymour Silverman had 6*15 common and *130 preferred (R. Al6.) 

On July 31 j 1968, Modern Maid was recapitalized. The author¬ 
ized number of preferred stock was increased to 25,200 shares, 
and two new classes of stock were created: voting Class A common 
stock (21,600 shares) and nonvoting Class B common stock (86,*100 
shares). These two new classes of common stock were not redeemable 
and were identical in all respects, except that the Class B common 

T7 "RY” references are to separately bound record appendix. 








stock was nonvoting. Each share of previously outstanding common 
stock was exchanged for 10 shares of Class A common stock, 40 
shares of Class B common stock, and 11 shares of preferred stock. 
(K. Al6.) On August 12, 19*58, 4,790 shares of unissued Class R 
common stock were gold, subject to restrictions, to select employ¬ 
ees and associates at $10 per share. 

The gifts of the nonvoting Class B common stock, the valuation 
of which is at issue, were made as follows: On August 21, 1959* 
Jack Silverman made gifts in trust for the benefit of his child¬ 
ren of 51,3bO shares; On ..eptember 24, 1968, Seymour Silverman 
made gifts in trust for the benefit of his children of 25,?00 
shares (R. A32Q-A330.) The wives consented to x>rt one half 
of each gift for tax pur] . • 

of 1954 (26 U.S.C.)). 

To finance expansion, in 'larch of 1$» 9 > negotiations were 
initiated by Modem Maid with Ladenburg, Thalman & Company, 
investment bankers, with a view towards the sale of stock in a 
public offering. (R. A14-A17.) On June lc, 1969, the company 
was recapitalised, new voting common stock was created and each 
share of outstanding Class A common stock was exchanged for 7 
shares of new common stock, and each share of outstanding Class B 
common stock was exchanged for 6.5 shares of new common stock. 

(R. A32C-A322.) There were no public sales of the common stock 
of Modern Maid prior to the underwriting in 1969 by Ladenburg, 
Thalman & Company (R. A327.) 






valuing the gifts of 
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Taxpayers in iy68 filed gift tax returns. 

Class B common stool: at $10 per share. In his notice of deficiency, 
the Commissioner of Internal Revenue determined that the stock iad 
a value of $48 per share. At trial, the Commissioner reduced hit; 
valuation to $25 per share. Also, taxpayers at trial argued that 
the valuation of $10 per share was too high, claiming a value of 
not more than $5 per share. 

At trial, both sides presented experts. The Tax Court, 
however, adopted neither the appraisal methods suggested by the 
Government nor by the taxpayers. (R. A3H •) e»u'. rather, '•C-—. 

cognisant of the ''realities of the situation , the cou: . ^ lon^ei 
the taxpayers own approach to the valuation oi tne ( lass :■ 
common stock, utilised in the second recapitalization. In that 
recapitalisation, the Class 3 common stock was given a value 
equal to 65/70ths of the value of the Class A common stool:. Th: o 
ratio was applied to the fair market value of the Class A common 
stock which at the time of the gifts was found by the Tax Court 
to be $40 per share, ten times average earnings, resulting in a 
fair market value of $37 per share for the Class 3 common stock. 

(R. A335-A336.) Thus, the Court’s finding sustained the Commis¬ 
sioner's lower valuation of $25 per share. 

From this determination, taxpayers appeal. 


*■ 








SUMMARY OP ARGUMENT 

The issue presented is whether the record supports the Tax 
Court's finding that the Class B common stock of Modern Maid 
transferred ty the taxpayers to their children had a fair market 
value on the material valuation dates of not less than $25 per 
share. Although both the Government and the taxpayers produced 
experts, the Tax Court adopted neither the appraisal methods 
suggested by the Government nor by the taxpayers. But rather, 
focusing on the "realities of the situation", the court adopted 
the approach to valuation wnich was utilized by the taxpayers in 
a recapitalization of the corporation a few months after the 
gifts were completed. The Tax Court was not so bound by the 
expert opinions that it could not make an independent finding 
on the substantial evidence presented. The finding of value is 
certainly not clearly erroneous and should be affirmed. 

ARGUMENT 

THE TAX COURT’S BINDING THAT THE STOCK 
HAD A VALUE OF NOT LESS THAN $25 PER 
SHARE IS SUPPORTED BY THE RECORD 

This appeal involves the valuation for gift tax purposes of 
77,l6o shares of Class B common stock which taxpayers transferred 
to their children. The Commissioner's determination of deficiencie 
in gift taxes was based on his fi ling that the fair market value 
on the material dates of the stock transferred was not less than 
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$25 per share. The Tax Court sustained the Commissioner's deter¬ 
mination of $25 a share, finding that the gifted shares had an 
actual value of $37 per share. Since the valuation of stock is 
a factual determination, a reversal is warranted only if the 
Tax Court's findii is clearly erroneous. Elverson Corn, v. 

Helverinr , 122 F. 2d 295 (C.A. 2, 1941). A finding is clearly 
erroneous when "the reviewing court on the entire evidence is 
left with the definite and firm conviction that a mistake has 
been committed." Commissioner v. Dubcrstein , 363 U.S. 278 , 291 
(i 960 ). Section 2512 of the Internal Revenue Code, Appendix, 
infra, provides that if a gift is made in property, its value at 
the date of the gift shall be considered the amount of the gift. 
In general, the value of property is the price at which such 
property would change hands between a willing buyer and a willing 
seller, neither being under any compulsion to buy or to sell, 
and both having reasonable knowledge of the relevant facts. 
Treasury Regulations on Gift Tax '25.2512-1, Appendix, infra. 


^7 Tnc Government in its statutory notice of deficiency valued 


The Class B common stock at 


$48 


per share: however, at trie trial, 


the Government contended the stock had a fair market value of 
$25. Taxpayers erroneously assert that since the Commissioner 
changed his position after issuing the deficiency notice so as to 
reduce the amount of the claimed deficiencies, the burden of 
proof was shifted to the Commissioner to establish the value of 
the Class B common stock. While this argument as to burden of 
proof may be applicable where the Commissioner changes his position 
so as to assert increased deficiencies, it docs not apply where 


the Commissioner's 


change 


n position, as here, oper 


Mc' urtrv v, 


taxpayer's favor. 

(C.A. 1, 1953); "-arx v. 
Estate of David .Tilth, 57 
4'3' T.C. 4 o 7 — (T968)T" _ 
( 1952 ), aff'd per cum am . 


Commissioner, 203 F. 

o 


ates m 
2d 659 


the 


179 7. 2d 938 (C.A. 1, 19?0); 


Commissioner , 

T'.'c". 7 o 0 (1972); Parber v. Commissioner , 
fada Gobins v. Commissioner, .18 T.C. 1139 
~7TTT. 2d £52 (C.A. y, 1954). 









If, as in this case, actual sale prices of shares of stock are 
lacking, the fair market value is to be determined by considering 
relevant factors, including the company's net worth, prospective 
earning power, values of stocks of comparable companies and the 
degree of control of the stock to be valued. Treasury Regulations 
on Gift Tax, §25.2512-2, Appendix, infra. 

Particularly apposite are the remarks of Judge Learned Hand 

in Elverson Corn, v. Helvei-inr , supra , p. 298: 

The value of the shares depended, as all value 
does, upon their future earning power, obviously 
a highly speculative natter as to which no fore¬ 
cast is much better than a guess. We cannot 
say that the figure taken was so unreasonable 
that we must upset it; an attempt by us to fix 
another would not be l_kely to strike nearer 
the unattainable mark. 

The analysis by the Government's expert, Hugh A. MaeMullan III, 
fully supports the Tax Court's decision of $25 per share. Mac- 
Mullan formulated his opinion by employing three approaches which 
enabled him properly to weigh the relevance of the company's 
business, its earnings and tine value of its assets. (R. A8S-A102.) 
Because of the difficulty of attempting to relate these factors 
in the abstract, five comparable enterprises were selected as 
guides. Although it was not possible to find completely com¬ 
parable companies, t. j selected companies were as nearly com¬ 
parable to Modern Maid as MaeMullan could obtain from data pub¬ 
lished in standard financial services. 

MaeMullan premised his analysis on viewing the subject 


company not only from the prospective provided by financial data 
but also from its marketing position in the industry. Sales 
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revealed a growing, stable enterprise, which increased from 

$8,255,805 in 1966 to $13,^78,372 in 1968 . (R. A325.) Earnings, 

considered to be most determinative of the value of closely held 

stock ( Ainerex Holding Corn. , 37 B.T.A. II 69 (1936), aff'd per 

curiam , 117 F. 2d 1009 (C.A. 2, 1941)), rose from $2.66 per share 

to $ 5.87 per share in the same period. (R. A32o.) See Tennessee 

Prods. Corn, v. United States , 107 F. Supp. 578 (Ct. Cl., 1952). 

Book value as of December 31, 1967, was approximately $12 per share, 

and had increased to $15.55 by June 30, 1968 and to $ 18.78 by 

3/ 


December 31 , 1968 . (Ex. Q.) Modern Maid paid dividends on its 

preferred stock from 1964 to 1968 , inclusive, and paid dividends 

4/ 

on its common stock from 1964 to 1967, inclusive. The company 
had a marketing area extending throughout the United States. And, 
in addition, the company’s facilities were operating at capacity, 
making the company's officers expansion minded., (Tr. 14, Yol. 1.) 


37 Although the value of closely held stock is presumed to be 
never less than its book value, taxpayers contend a value of less 
than $5 per share. Any valuation must demonstrate unusual economic 
conditions to reflect a closely held stock value at less than 
current book value. See Conway, Valuation, of Stock in a Close 
Corporation for Estate Tax and Gift Tax Purposes, l4 .vast. :\es. 

L. Rev. i'to, 191 (19o3). 

4/ As discussed in Rev. Rul. 59“6o, 1959-1 Cum. Bull. 23 J 3 
where actual or effective control is involved, the dividend 
factor is not a material element in the valuation approach since 
the controlling group, here the Silverman family, can manipulate 
the dividend payments to suit the shareholders' objectives and 
may distort the net income of the company by substituting salaries 
and bonuses for dividends. For example, in the instant case, 
the Silverman family effectively shifted the dividends from the 
common stock to the preferred stock with the issuance of additional 
preferred stock in 1968 . (K. A31.) 









Further, the company's operations were balanceu (60-perc°nt Food 
Services Division and 40-percent Food Processing Division ('I'r. 3^, 
Vol. 1. thereby [limiting the overall effec s of a fall in 
demand for ether of the company's products. But mosu significant 
despite the competitive conditions and the lack of novelty in 
Modern Maid's products, sales and earnings had steadily increased. 

MacMillan's first method was the return on net worth approach 
Here the return that Modern Maid was making on its net worth was 
compared to the normal industry return (i.e., average return that 
the five selected comparable companies had to their net worth). 

The excess (i.e., actual return of Modern .’.'aid in excess of the 
normal return for Modern Maid) represented the earnings related to 
tlic assets of the company (goodwill) other than those included 
in net worth. Tills excess was capitalized at a higher rate of 
return and the resultant value was added to the net worth to 
determine the total value of the company. This method produced 
a value of $ 5 , 200 , 000 . (R. A92-A93.) 

The second method of valuation was price earnings ratio 
approach. (R. A94.) This approach cor ud the earnings of the 
subject company to the earnings of comparable publicly held 
enterprises having a determinable value through the price of their 
stock. The five selected comparable companies had a price of l4 
times earnings. (It should be noted that in 1969 the public 
offering price of Modern Maid stock was $12 per share, ’which was 
14.4 times the 1968 earnings.) Applying this rate to Modern 
Maid's earnings for the year ending December 31, 19^7 produced 
an amount of $ 7 , 99°,000 after proper adjustments. (K. A94-A9-".) 
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The third method was the comparable public enterprise 
approach (R. A97), which was similar o the price-earninf.s ratio 
approach except that it considered net worth and sales in addition 
to earnings. Multiplier —which were derived by an analysis of 
the sales, earnings and net worth of the comparable companies— 
were applied to the cc pany's earnings, net worth and sales. 

This approach yielded a value for the company of $7,000,000. 

(R. A97-A98.) 

MacMullan then correlated the three approaches because, 
although each of the three possessed merit, none could be con¬ 
sidered any more than a tool used in arriving at the fair market 
value of the subject stock. (R. A100.) In his opinion, the total 
value of all Modern Maid stock was estimated to be $7,000,000. 


From this, the value of the preferred stock was subtracted, re¬ 
sulting in a value for the common stocn of $-40 per share. A 


25-percent discount was utilised for minority interest, 'which 
reduced the value to $30 per share. And, also, a reduction of 
16-2/3 percent was ade tc distinguish the two classes of common 
stock, which yielded a value of $25 per share for Class B common 
stock. (R. A101-A102.) 

The Tax Court appraised the share at a value exceeding that 


determined by the Commissioner's expert, though not for the same 
reasons. (R. A33*l-A337.) A "yardstick" provided by the taxpayers 
was utilised by the court. A few months after the gifts, June l6. 


1969, the taxpayers approved a reorganization whereby each share 
of the Class A common stock was exchanged for 7 shares of the 
new common stock and each share of the Class B common stock was 
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exchanged for ■■>.5 shares of the new common stock, thci*eby attrib¬ 
uting to the Class B common stock a value equal to 65/70ths of 
the value of the Ciass A common stock. This ratio was applied by 
the Tax Court to the value of the Class A common stock, as of the 
date of the gifts, which was found by the court to be $ ; !0 per 
share, ten times average earnings (R. A327) suggested by taxpayers' 
experts (R. A^g, A 6 l); consequently, the fair market value of the 

Class B common stock was 137 per share on the relevant dates. 

Taxpayers have not objected to this 65/70 exchange ratio of 

Class B common stock to Class A cc.. -on stock, nor have taxpayers 
produced the only witness who could provide a credible and thorough 
analysis of the value of Bodern ".aid stock, i.e., nandebur~, 

Thalman B Company, the underwriter of taxpayers’ nub lie offering 
of stock in I 9 S 9 . (Tr. 136 , Vol. 2.) But, rather the taxpayers 
contend the Tax Court erred in considering the value attributed 
to the Class B common stock as of the date of the agreement with 
Ladenburg, Thalman & Company, subsequent to the gifts. 

Contrary to the taxpayers' contention, he Tax Court did not 
value the subject stock as of a date subsequent to the dates of 
the gifts. Rather the court merely referred to trie 1969 reorgani¬ 
zation to determine what was the relative value of the Class B 


common 


stock to the Class A common stock. Although the value of 


the Class A common stock and the Class B common stock could have 
appreciated by this subsequent date, the relative value of the 
two classes of stock to each other would not have varied. And, 


thus, taxpayers would have this Court rely upon experts who dis¬ 
agree not only on the methods of valuing the subject stor k but 
also on the relevant factors to be considered, even though there 













12 


is available to this Court a "yardstick" which taxpayers them¬ 
selves, and the Tax Court, have accepted as correct. Although 
the evidence of competent impartial expert witnesses should not 
be arbitrarily ignored, clearly a court is not bound by the opinion 

of exoerts where there is substantial evidence in the record to 

5/ 

support the court's decision, watts' Hstu'w v. C om'"- lss i one 
237 F. 2d 729 (C.A. 8 , 1956 ): delverity v. hat. Crocery Co. , 

304 U.S. 282 ( 1938 ). It is within the province of the court "to 
accept such evidence in toto, in part, or not at all 
The court is not required to surrender its judgment to the judg¬ 
ment of experts. It is the one to determine the facts—not the 
expe c _i a. Commissioner , F. 2 < ), . - 193 

See Alv ary v. United States , 3r2 F. 2d 792 ('■ .A, 2, 19o2): 

Webster Investors, Inc, v. Commissioner , 291 F. 2d 19° (C.A. 2, 
1961 ). Implicit in taxpayers' assertion is that they were pre¬ 
judiced because the Tax Court failed to adopt any of the proffered 
"formulas." There is no need, however, to formuline the process 
by which valuation is attained as long as tne court makes cleai 
that it actually weighed all the factors. Penn v. Commissions 

219 F. 2d 18, 21 (C.A. 9j 1955). 

Furthermore, subsepuent events do serve to show expectations 

that we re entertained on the date of a gift and t.nat the expec¬ 
tations were reasonable. Hyman v. Hunan , 143 • 2d 425 (C. ■•. i9- ! 

57 -nrsnould be noted that in two decisions upon which tax¬ 
payers place primary reliance, 1 H er v. Hnitoci . btates , 39 • 2 d 

1204 (Ct. Cl., 1 971 ), and '■■■rltt.s. .r v v. F3 natrlck , . 

710 (conn., 1954 ), the eclectic approaches adopted ■ " ' 

were completely alien to any proposed by the respondent or 
petitjoners. 
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. pp. (Iowa, 1968); 

Co ns v. C< unis alone r, 1 ! ... . lere, as 

Tax Court noted, taxir yers inte nded to transfer control of the 
company to their children. Gifts of the Class B common stock, 
however, were only the first step in the fulfillment of that 
intent. The subsequent exchange of the nonvoting stock for 
voting stock was the final step in the "giving process." As the 
Tax Court stated, although this second step may not have been 
forseen at the time of the gifts, "this does not mean that a 
second step in the 'giving process' was not contemplated at so: e 
future date, irrespective of that occasion." (R. A33-l») The sub¬ 
sequent reorganisation mirrors the expectations that were enter¬ 
tained by the taxpayers. The reorganisation was not pursuant to 
the directives of the underwriters as a preliminary step in the 
public offering. (Tr. 22, Vol. 1.) Rather, the purpose of the 
recapitalisation was to complete the "giving process" prior to 
the public offering; otherwise, if the second step were sub¬ 
sequent to the public offering, control could only be passed on 
by an actual transfer of stock, thereby obviously incurring 
additional gift taxes. Consequently, by utilising a step trans¬ 
action taxuaye.rs effectively transferred control without the 

6 / 

concommitant increase in gift taxes. Cf. Commissioner v. Court 

o7 The Commissioner of Internal evenue in Rev. Rul. 54-13* 

Cum, Bull. 109, annroved the use of recapitalisation 

26 U.S.C.)) for sir 

porticnate stock interest of a valuable management employee as 
Lsfyii ! busin<ss purpose test of Gregory v. Helvering , 2 1 
U.S. 465 (1935), but expressly reserved his opinion as •o whether 
e I i:s■ ■ ion ;h1 sons ; ” t< jift, if there ihould by any 

disparity in value'between the stock surrendered and stock 
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s, • 

ject clock ac styled by a rs—i.e., M non-v< ' >ck 

in a closely held corporation with no marketability, no voice in 
management, no return on investment, no employment agreement, 
no right to even attend annual meu tings or to reveive f inane la.' 
reports"—would be myopic (3r. 15.) The subject stock should be 
valued as part of the majority control stock. Hyman v. Hunan , 
supra . Beck v. Commxr»sloner , 15 T.C, 642 afi'd, l. r, 4 F. 2d 53: 

(C.A. 2, 1950). 

The gifts of stock cannot be divorced for valuation purposes 
from the fact of control -within the family, and therefore, should 
not be valued as stock held by an "outsider." Ihv: v. s money , 

325 F. 2d 934 (C.A. 8, 1963). The gifted stock should be valued 
as if control "inhered in it." Blanchard v. United Crates , surra , 
p. 349. So long as the company was controlled by the family,he 
gifted stock in actuality as part of the majority interest. ~..e 
unreasonableness of a lower valuation is demonstrated by the 
subsequent exchange of the nonvoting stock for voting stock, m 
that control was transferred to the formerly "locked in" donees. 

The court properly noted that Ladenburg, Thalman & Company 
would have been the best expert under the circumstances, but 
taxpayers made the decision not to present its testimony. (R. 

A334.) Taxpayers' experts did not value the subject stock from 
a voluntary sale point of view. Surely, to sell the subject 
1I>7 (continued) 

received. (Rev. Rul. 74-2o9, 1974-1 Cura. Bull. 87, supersedes 
Rev. Rul. 54-13, but without changing the principles under¬ 
lying Rev. Rul. 5ii-3 3.) There are mo cases determining whether 
a recapitalization would constitute a gift. 

f 

7/ If the Class B common stock were treated as equivalent to 
The Class A common stock, taxpayer's expert, Gordon Smith, would 
have valued the subject stock at $29.81 per share. (R. Ao5.) 


V 
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stork at hi i'it i‘ per share, or un I or i:'* per snare an oxno rt 
... . j nder compulsion. (See . . ■'•) (See 

. 1. ) *5 

prici for ul ■ ’ Lnycstoi*) bul not the bar 

• • 

. addition, s' rts 1 » 

■ ■ ri Levant facts. . L. or exam ! 1 

Wit was unaware of the circumstances of tiio favorable excuanyc 
ratio of Class B common stock to Class A common stock .in the 196 
recapitalization (Tr. 66, \'ol. 1.) 


conclusion 

The decision of the Tax Court is correct and should be 
affirmed. 

Re sp e c t fu1ly submi11e d, 

SCOTT P. CRAMFTOU, 

Assistant Attorney Cenoral , 

GILBERT E. ANDREWS, 

ELMER J. rCELSEY, 

FRAUCIS J. COULD, 

Attorneys , 

Tax .)!'■■:' sion . 

Department of Justice . 
TTasuin.-ton, ,C. 26 . 

NOVEMBER, 1975- 
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AiT! ; >IX 

! • > ' : : 

S . 2 hi: . '/ALL AT . / d! : i’iS* 

(n't if * ic f-1 ft. '• s made in property, » •» value thereof 
at the dal< of the "if t shall »»« considered the amount of 
the g iff* 

(1>) V.' n.x’e property In t ransferred for lens than an 

adoou' tc and full considera' Lon s .n mon y or money's worth, 
then t-.u amount by v: "Ieh the va.lv,<; of t-.c property exceeded 

a] * the consider LI 

shall be Included in co: putin : t ie amount of Gifts made 
durir. the calendar quarter. 

Treasury '.emulations on Gift Tax (195^ Colo): 

1 29.2*312-1 \aluation of rroperty: 3n eneral. 

Section 2312 prvides that if a mift is made in property, 
its value at the date of the gift shall be considered the 

If . fiie value of the pr< 

at which such property would change hands b< tw en a wil.n 

buyer and a willira seller, neither being under any com¬ 
pulsion to buy or to sell, and both having reasonable 
knowledge of relevant facts. The value of a particular 
of t) r oner tv is not the price that a forced sale of the prop¬ 
erty would produce, dor is the fair market value of an.item 
of property the sale price in a market o 4 :er t :an t: at in 

is ly 

Into account the location of the item where er 1 • • , 

Thus, in the case of an item of property made tne suoject ot 
a gift, which is generally obtained by the public in tec 
retail market, the fair market value o^. such an item 01 
property is the price at which the item or a comparao e 

retail. exa pie, the value of an 

automobile (an article generally obtained by the public 111 
the retail market) w ic is the subject of a gift, is the 
price for which an automobile cf the same or.approximately 
• , • ’lption, ake, model, age, condition, etc., 

could bo purchased by a member of the general public and 
not the : ■ for which the particular automobile of th< 

donor would be pure ased by a dealer In used automobiles. 
Examples of items of property which are generally sold to 
the public at retail may be found in : 25 •2512-6. The value 
is generally t.o bo determined by ascertaining as a basis, 
the fair market value at the time of the gift of each unit 
of tne property. For example, in the ease of shares 01 stoc.vi 
or bonds, sue!) unit of property .is generally a share or a 
bond, ’property snail not be returned at the value at which 


1 • 




I 










_ 1 


It is a Local tax pur ' 

ret.resents U o fair nn et value thereof on ^ c ila-c oi 

■ . 1 : I ■■ ntr» of .... 

• a ■ rod* 

a riff. Ac an interest in a bus Am::- 3, t «« value of 1* -r. u 
pro rty ' ry of : »*» ' : " ' " . 

Lni ' ■ i* • “ • . , 

2 .. _ -o . - ' " • " ' 

concerning e veil ion o# other particular kinds of property, 


-2 


ffl Where sellin % \ ri :es or bid and _ aske l prices 

art unavailable, if the provisions of paragaaq 5 (t , 
fcl. and ui) of this section ere inappli 
actual calc prices and bona fide hid and asked j r ;es 
lacking, then tne fair market value As o ee e<. tcrmincu 
by taking tne following factors into consideration: 


(1) In 
scunduess of 
date of maturity. 


the case of corporate or other bonds, 
the security, the interest yield, tne 


:.C 


xnd oilier relevant factors: and 


(2) In the case of shares of stock, the company's 
net worth, prospective earning power and divldcnt- 
paying capacity, and other relevant lactors. 

Some o^ the "other relevant factors" referred to in sub- 

uaraeraohs (1A and 2) of : s paragrap: are: 

vrili of the ' ' ’ jss: the economic outlook in the particular 

ust ry; t* « come any' a pos '• 
nagement; the degree of control of the business reor 
by the block of stock t< e valued? end the /alues of 
securities of corporations engaged in tne same or similar 
lines of business which are listed on a stock exchan e. 
However, the weirht to be accorded such comparisons or 
any other evidentiary factors consideied in the determin¬ 
ation of a value depends upon the facts • 

nlete financial and other data upon whicn tne valuation ^ > 
based should be submitted with the return, including copies 
of reports of any examinations of the company jade by a 
ants, engineers, or any teciinical experts as of or near me 

date of the gift. 














